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Re: Expandi ng Rural Renewabl e Fuels Systens
Dear Pandor Hadjy:

The California Farm Bureau Federation ("California Farm Bureau")
appreci ates the opportunity to conment on the inplenentation of Section 9006 of
the Farm Security and Rural |nvestnent Act of 2002. Although circunstances
prevented a California Farm Bureau representative fromattending the
Decenmber 3, 2002, public nmeeting, the matter is of keen inportance to
California's farmers and ranchers.

California FarmBureau is a voluntary, non-profit corporation representing
nore than 95,000 nmenbers throughout California. California Farm Bureau's
menbers expect to pay in excess of $850 million for their electric service in
2002. In many instances the cost of energy, electricity and natural gas,
conprise a significant portion of a grower's cost of production. Because of the
financial inpacts fromrecent increases in California energy rates and the
overall condition of the farm ng econony, California Farm Bureau supports energy
progranms which deliver direct benefits to agricultural operations with linited
upfront costs, projects with both short-terminredi ate gains and as well as
those with | ong-term projected successes.

Interest in pursuing alternative neasures of producing energy or
installation of energy-saving devices often spikes along with the spiking of
energy rates. Increases in California' s 2001 energy rates certainly intensified
efforts to seek real reductions in energy usage and long-lasting alternatives to
traditional power production nethods. During 2001 energy rates for California
custoners rose by about 4.5/kWh, increasing agricultural average electric rates
to approximately 14.5/kWh. Wth a portion of that increase resulting from]long-
termcontracts with a 10-year duration, bond charges with a 20-year payoff and
efforts to make sonme utilities whole, there is little expectation that
electricity rates will fall significantly over the next few years. Natural gas
custoners who experienced extrene spikes in prices for nost of 2001 are al so
exam ni ng ways to augnment efficiency. Interest in nethods to inprove efficient
use of energy on the farmw Il continue to increase over the next few years as
the industry becones nore aware of cost-saving opportunities.



California Farm Bureau submits the follow ng specific coments on issues
related to Section 9006:

1. The Act stipulates that financial assistance may be provided to purchase
renewabl e energy systens and nake energy efficiency inprovenents.

There is value in expending resources or both innovative and proven
technol ogies. Although the majority of funds should be used on technol ogi es,
whi ch can provide i medi ate gains to reduce energy usage and benefit
agriculture, sone portion should be set aside to build on opportunities for the
future. Technol ogies that are beyond the devel opnment stage and into
denonstration | evels could benefit dramatically from specialized funding that
continues for a nunmber of years. Wth focused effort over a few years, such
projects could be ready for broader application. New technol ogies frequently
require greater oversight by the user, thereby limting availability to a
restricted group of custoners.

Technol ogi es, which can be nade available to all sizes and types of
operations, should be the key focus of funding. Wth that caveat the
availability of projects is quite limtless. |In California, for exanple, water
punping is a primary cost driver of energy costs and spawns a nunber of
opportunities for efficiency inprovenents on the farm However there are nyriad
ot her neasures that provide short-term concrete results in dairy operations,
packi ng operations, cold storage facilities and other integral farmng
activities. For renewable resources, special interest has recently been focused
on sol ar powered applications and biogas digesters, with rules and regul ati ons,
such as net nmetering, better facilitating installations and operations.

VWere feasible, funding that delivers multiple benefits can provide nore
ef fective use of resources. Biogas digesters are primary exanpl es of renewabl e
energy producers that nay provide environnmental in addition to energy related
benefits. Conversion to drip irrigation fromother nethods, allows users to
shift usage to tine periods where |less demand is placed on the system as well
as to use water nore efficiently.

2. Loan guarantees, direct |oans, and grant prograns are authorized under the
| egi sl ati on.

Grant funding rmust play a magjor role in inplementation of the programin
order to provide benefits to average operations. Wthout a strong reliance on

grants, the already hard-hit, agricultural sector will have linited access to
the opportunities available. Many operators sinply do not have the resources to
pursue | oans for projects that the programw ||l make available. California saw

evi dence of such response, when fundi ng was made avail abl e during the 2001
energy crisis. The authorized prograns required operators to provide all funds
up front, with later reinbursenent. Such procedures deterred nany otherw se
qualified applicants. Nevertheless, it is recognized that use of |oans in sone
formwi |l make benefits available to nore recipients. In this instance, as in
others, it is inmportant to make available a variety of methods of assistance.

3. Section 9006 states that, in determ ning the anbunt of grant or |oan, the
Secretary shall take into consideration various factors.

In reviewi ng the ambunt of energy savings froman activity, a percentage
decrease over prior usage should be included as a factor, as opposed to |unp sum
savings. Oherw se |arge-scale projects would easily eclipse opportunities to
provide funding to a range of operations. Furthernore, when cal cul ati ng energy



savi ngs, the seasonal nature of nmany agricultural activities nust be wei ghed.
Under sone energy savings cal cul ati ons, seasonal activities are measured agai nst
annual i zed energy usage, thereby naking it inpossible for themto conmpete with
year-round activities. As it will be inportant to include seasonal activities
in this program appropriate measurenents nust be utilized. For innovative
efficiency technol ogi es, consideration should be given to the ability to
replicate the system as considered for renewabl e projects.

4. The Act states that the anount of grant shall not exceed 25 percent of the
cost of the activity funded under the program

Many operations will not be able to undertake projects for which funding
islimted to 25% In California each natural gas and el ectric customer of an
i nvestor-owned utility pays a per unit charge for inprovenents to energy usage.
El ectric custoners pay 0.25/ kW to support energy efficiency, renewable and
research projects. Admnistered through the oversight of the California Energy
Conmi ssion and the California Public Uilities Conm ssion, prograns available to
agriculture have been linmited in the past, but are inproving. Even with such
i mprovenent, progranms targeted at agriculture are linmted to select energy
efficiency prograns. California custoners would benefit fromaccess to funding
for expanded prograns by the ability to partner other funds with those avail able
in California.

Progranms derived fromthe per usage charge, as well as tax-based progranms, have
denonstrated that agricultural targeted prograns require a greater |ead-tine
than other industries to prove benefits. The seasonal nature of agriculture and
its locational characteristics require specialized efforts to effectively reach
interested participants.

California Farm Bureau Federation appreciates the focused efforts to bring
about benefits in energy usage to agriculture. The energy industry has been
prone to |l ook for quick wins for energy efficiency projects, focusing on
i mprovenents to residential and conmercial sectors' |ighting and HVAC needs.
Scant attention has been given to the specialized needs of agriculture, where
with appropriate informati on and technol ogy maj or achi evenents are possible. W
| ook forward to the devel opnent of the inportant programrenewabl e energy and
energy efficiency inprovenents.

Respectfully subnitted,

KAREN NORENE M LLS

KNM nb
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